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Immediate Effectiveness of Proposed Rule Change as Modified by Amendment No. 1 thereto
Relating to the Extension of a Pilot Program to Quote and Trade Options in Penny Increments
Pursuant to Section 19(b)(1) of the Securities Exchange Act of 1934 (“Act”),* and Rule
19b-4 thereunder,? notice is hereby given that on July 24, 2007, the Philadelphia Stock
Exchange, Inc. (“PhIx” or “Exchange”) filed with the Securities and Exchange Commission
(“Commission”) the proposed rule change as described in Items | and 11 below, which Items have
been substantially prepared by the Phlx. On July 25, 2007 the Exchange filed Amendment No. 1
to the proposal. The Exchange filed the proposal as a “non-controversial” proposed rule change
pursuant to Section 19(b)(3)(A) of the Act® and Rule 19b-4(f)(6) thereunder,* which rendered the
proposal effective upon filing with the Commission. The Commission is publishing this notice to

solicit comments on the proposed rule change, as amended, from interested persons.

1. Self-Requlatory Organization’s Statement of the Terms of Substance of the Proposed
Rule Change

The Exchange proposes to extend a pilot (the “Pilot”) that permits certain options series
to be quoted and traded in increments of $0.01. The text of the proposed rule change is available

at Phlx, the Commission’s Public Reference Room, and http://www.phlx.com.

1. Self-Requlatory Organization’s Statement of the Purpose of, and Statutory Basis for, the
Proposed Rule Change

In its filing with the Commission, the Phlx included statements concerning the

! 15 U.S.C. 78s(b)(2).

2 17 CFR 240.19b-4.

3 15 U.S.C. 78s(b)(3)(A).
4 17 CFR 240.19b-4(f)(6).


http://www.phlx.com

purpose of, and basis for, the proposed rule change and discussed any comments it received on
the proposed rule change. The text of these statements may be examined at the places specified
in Item IV below. The Exchange has prepared summaries, set forth in Sections A, B, and C
below, of the most significant aspects of such statements.

A. Self-Requlatory Organization’s Statement of the Purpose of, and Statutory Basis
for, the Proposed Rule Change

1. Purpose

The purpose of the proposed rule change is to continue to permit specified options series
to be quoted and traded in increments of $0.01 by extending the Pilot through September 27,
2007.

The Pilot began on January 26, 2007.> All series in options included in the Pilot (“Pilot
Options,” listed below) trading at a price of less than $3.00 are currently quoted and traded in
minimum increments of $0.01, and Pilot Options with a price of $3.00 or higher are currently
quoted and traded in minimum increments of $0.05, except that options overlying the Nasdag-

100 Index Tracking Stock (“QQQQ”)® are quoted and traded in minimum increments of $0.01

> See Securities Exchange Act Release No. 55153 (January 23, 2007), 72 FR 4553
(January 31, 2007) (SR-PhIx-2006-74). In that filing, the Exchange also made
conforming amendments to various Exchange rules in order to be consistent with the
pilot. These conforming changes were also approved on a six-month pilot basis.
Therefore, the Exchange is proposing to extend the effective date for these rules through
September 27, 2007.

6 The Nasdag-100®, Nasdag-100 Index®, Nasdag®, The Nasdaq Stock Market®, Nasdag-
100 Shares™ , Nasdag-100 Trust™, Nasdag-100 Index Tracking Stock®™, and QQQ*M
are trademarks or service marks of The Nasdaq Stock Market, Inc. (Nasdaq) and have
been licensed for use for certain purposes by the Philadelphia Stock Exchange pursuant
to a License Agreement with Nasdag. The Nasdag-100 Index® (the Index) is
determined, composed, and calculated by Nasdag without regard to the Licensee, the
Nasdag-100 Trust>™, or the beneficial owners of Nasdag-100 Shares®™. Nasdaq has
complete control and sole discretion in determining, comprising, or calculating the Index
or in modifying in any way its method for determining, comprising, or calculating the
Index in the future.
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